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War in Ukraine: Global Update and Risk Impact 

BCG Executive Perspectives. 31 March 2022 
Russia’s invasion of Ukraine is a serious humanitarian crisis, and companies’ first priority will be to 
support affected stakeholders. But the war will affect business in far-reaching ways – through the 
effect of sanctions, through an adapted regulatory regime with an increased compliance burden, 
and through a changed regulatory and risk environment. As with COVID, now that the tactical 
emergency response phase is passing, companies will need an integrated risk management 
strategy, with scenario-based risk plans that take account of price shocks, supply disruptions, and 
sudden shifts in demand and of reputational risk. Planning needs to look at scenarios for a 
broadened conflict (what happens if business partners decide to assist Russia? What if further 
countries join the conflict, or are deemed to be so closely involved that sanctions are extended to 
them?). Scenarios will need to go beyond the immediate impact on resource commodities to take 
account of second- and third-order effects (e.g., on fuel in the US, on food staples in northern 
Africa, and on cybersecurity). Companies with operations inside Russia can attempt to continue 
business as usual, can cease operations, or can try to transfer assets to a local shareholder – all 
actions that bring significant reputational risk and raise the prospect of losses. And all companies 
doing business in Russia face the prospect of disruption, as players from countries that are not 
imposing sanctions take advantage of the restrictions imposed on Western businesses to gain 
share. More. [BCG has also prepared in-depth reviews of the impact of the war in Ukraine on 
energy, supply chains and financial institutions] 
 

How Incumbents Survive and Thrive 

Julian Birkinshaw. Harvard Business Review 
Over the quarter of a century since the Internet took off, the pace of change has increased 
sharply, affecting every sector with rapid change from which no incumbent is immune – right? 
Wrong, says Julian Birkinshaw, in this thoughtful HBR article: just 17 of today’s S&P 500 companies 
didn’t exist in 1995, and many industries have not been disrupted, despite predictions to the 
contrary that date back to the 1990s. In Birkinshaw’s view, the idea that most old-economy 
companies will be disrupted, and that Big Tech and unicorn start-ups will take over the world is a 
myth. While the technology, media and telecommunications sector has been moderately 
disrupted, industrial goods have barely been affected, and, though insurance, education, audit, 
and consulting are under threat, they were seen as vulnerable before the advent of the Internet – 
and the “old guard” is still hanging on. Birkinshaw identifies four approaches used by incumbents 
to maintain industry positions over the past three decades. The one that works least well is (1) 
fighting back (beating upstarts at their own game), which can work in the rare cases where the 
new technology represents an existential threat, but which is hard to do well (Microsoft failed to 
compete with Google in search; British Airways’ no-frills subsidiary Go was eventually sold to 
EasyJet). More successful is (2) doubling down on what a company already does well – Disney 
decided against opening a streaming business in the early 2000s, buying Pixar and Marvel and 
compiling a content library that gave it significant leverage with Netflix later. Other companies (3) 
retrenched defensively, yielding ground to new players and sometimes seeking regulatory 
protection (taxi firms asked regulators for new barriers to entry when Uber appeared; many banks 
are working with authorities on the regulation of cryptocurrency) The author notes dryly that this 
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is a hard sell to investors, as it amounts to saying, “We see this new technology coming, but we 
aren’t capable of responding, so we will retrench around our declining traditional base.” The final 
option is to (4) move away to new markets – Fujifilm, for example, used its chemicals expertise to 
become a successful healthcare, imaging and materials firm, leaving its historical sweet spot in 
photographic film. 
  
Effective Innovation Begins With Strategic Direction 

B. Tom Hunsaker and Jonathan Knowles 
Innovation is not an end in itself, the authors say: it always serves a strategic purpose, which 
needs to be identified before innovation efforts begin. The authors identify three possible 
strategic objectives, each suiting a particular form of innovation. (1) A company with high relative 
advantage should direct innovation at boosting the effect of its existing strategy (for example, 
shipping giant Maersk introduced blockchain to improve its ability to locate its existing shipping 
containers, further shoring up its market lead). (2) Companies with a relatively good fit to purpose 
and a moderate relative advantage are in what the authors term a reimagine activity zone, 
needing to identify how to improve the fit between their products, services and value proposition 
and the expectations of customers and stakeholders, and to defend themselves against the threat 
of substitution. Rather than aiming to think outside the box, which can result in random 
outcomes, the authors advise thinking systematically – for example, disaggregating the customer 
experience into its pre-purchase, purchase, and post- purchase components to identify the 
elements most enjoyed – and most disliked - by customers and other stakeholders and, as 
importantly, those aspects that evoke ambivalence or dislike, in order to focus reimagination on 
key pain points. (3) Two sets of companies need to develop strategies focused on a fundamental 
change of direction - incumbents whose current strategies are no longer delivering, and new 
entrants looking to upend an industry. Market research firm Qualtrics, for example, was an 
academic market leader, but redefined its business around enterprise experience management in 
2012, which required comprehensive reinvention of its technology and business model, but also 
increased revenue by 15x eight years later. More 
 
Open Up Your Strategy 

Christian Stadler, Julia Hautz, Kurt Matzler; Stephan Friedrich von den Eichen. MIT Sloan 
Management Review 
The conventional strategy process isn’t ideal, these authors say: strategy is made by elite teams 
within organisations, who may be unaware of their own biases, and who must work hard to secure 
resources and obtain buy-in from those who will execute the strategy. The result is that 
companies produce strategies that are isomorphous – similar, that is, and unimaginative. These 
authors introduce a technique, used at IMP Consulting, called the Nightmare Competitor: an 
exercise focused on imagining fictitious new competitors whose business models could disrupt 
their industry and drive the incumbents out of business. The exercise involves managers and non-
managers from different levels who are chosen for their functional expertise, and includes 
external participants from a variety of backgrounds who are chosen for their competencies, 
creative-thinking skills, openness, and willingness to contribute. In workshops, participants first 
examine predefined trends that could disrupt the company. Next, they spend time – a day and a 
half, in one example – looking at how these trends might give rise to new “nightmare 
competitors”, and detailing their business models. The authors warn that the technique will only 
work if the CEO and the top team accept, and model, the insight that key strategic insights don’t 
come only from a select few or from within the company, if resources are put behind promising 
ideas (otherwise, the process will just provoke cynicism). More  
 
You’re receiving this Journal Retrospective because your company is a member of the Strategic Management Center’s 

Collaborative Strategy Network. However, if you’d prefer not to receive the Retrospective in future, just email SMC’s 

Angela Scutts.  

https://sloanreview.mit.edu/article/effective-innovation-begins-with-strategic-direction/
https://sloanreview.mit.edu/article/open-up-your-strategy/
mailto:ea@strategicmanagementcenter.com?subject=Please%20unsubscribe%20me%20from%20the%20Journal%20Roundup

